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SUBJECT: REPORTED SAUDI PLAN TO ESTABLISH TANKER FLEET 

REF: STATE 48947 

1 . JOURNAL OF COMMERCE STORY ACCURATE IN THAT SAG IS IN 
EARLY STAGES OF ESTABLISHING NATIONAL TANKER COMPANY, WITH 
OWNERSHIP ESSENTIALLY AS DESCIRBED PARA 2 REFTEL. SAG 
INTERMINISTERIAL COMMITTEE (HEADED BY MANSOUR AL TURKI OF 
MINFIN) IS SO FAR CONCENTRATING ON OWNERSHIP AND PARTICIPA- 
TION PROBLEMS. ACCORDING TO INFORMATION WE HAVE BEEN ABLE 
TO DEVELOP SO FAR. EXISTING TRANSPORTATION COMPANIES ARE 
LARGELY JOINT- VENTURE ARRANGEMENTS BETWEEN SHIPPING AND/OR 
OIL COMPANIES AND LOCAL ENTRPRENEURS (MANY OF LATTER ARE 
IMPORTANT PRINCES). AS SAG'S CURRENT FEELING IS THAT NEW 
NATIONAL TANKER COMPANY SHOULD BE ALL-SAUDI AFFAIR, IT 
COULD INVOLVE DISMANTLING OR RESTRUCTURING OF THOSE JOINT 
VENTURES IF SAUDI ENTRPRENEURS WISHED TO JOIN NEW 
NATIONAL COMPANY. (TO DEGREE THAT MANY OF THE 
SEVENTEEN OR SO TANKER COMPANIES LICENSED AS YET 

HAVE NO SHIPS, HOWEVER, PROBLEM IS REDUCED.) 
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DISCUSSIONS STILL INCONCULSIVE. 

2. GNERAAL ASSUMPTION SEEMS TO BE THAT FORMATION 
OF NEW COMPANY, IF IT GOES THROUGH, WILL BE 
ACCOMPANIED BY SOME SORT OF CARGO PREFERENCE AND/OR 
BUNKERING PRICE ADVANTAGE BOTH FOR PARTICIPANTS IN 
NATIONAL COMPANY AND ALL OTHER SAUDI FLAG TANKERS. 
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NO ACTUAL POLICY OF MEANS OF IMPLEMENTATION HAS AS 
YET BEEN PROPOSED, AS WE UNDERSTAND IT. CURRENT 
SAG POLICY IMPOSES NO CARGE PREFERENCE EXCEPT IN 
CASES OE DIRECT GOVERNMENT OIL SALES WHICH ACCORDING 
TO ARTICLE 13 OF STANDARD PETROMIN SLAES CONTRACT 
(JIDDA -72 OF JULY 6,1977) REQUIRES THAT OIL BE 
LIFTED BY SAUDI ELAG VESSEL IE RPT IE TERMS OEECERD 
ARE EQUAL TO NON-SAUDI ELAG. SAUDI SHIPS DO GET 
BUNKERING PRICE ADVANTAGE 7APPROXIMATELY $27/TON 
VS NORMAL $75/TON PRICE) IE ENGAGED IN SAUDI 
COASTAL OR DRY CARGO TRADE, AND IE BUNKERS AVAILABLE 
EROM LOCAL SOURCE (WHICH GENERALLY NOT THE CASE IN 
JIDDA). 

3. WE HAVE NO INEORMATION CONCERNING REPORT THAT 
SAUDIS THINKING OP BUILDING NEW SHIPS FOR TANKER 
COMPANY. PERHAPS JOURNAL HAS CONFUSED RECENT ACTION 
OP ARAB MARINE PETROLEUM TRANSPORT COMPANY, WHICH 
HAS JUST ORDERED TWO NEW LPG TANKERS, ONE OP WHICH 
WILL BE POERATED UNDER SAUDI ELAG. OUR SOURCES 
RELIEVE IT MORE LIKELY THAT SAG WOULD BUY EXISTING 
TONNAGE, BUT STRESS THAT NO SERIOUS CONSIDERATION 
YET GIVEN TO THIS QUESTION. 
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